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E.O. 11652: N/A 

TAGS: EFIN, ENRG, OECD, AU 

SUBJECT: DRAFT lEA POSITION PAPER ON INDEXATION OF OIL 
PRICES 

REF: STATE 175861 

1 . EMBASSY OFFICER DELIVERED DRAFT PAPER ON 
INDEXATION TO DR. FRANK (MINISTRY OF TRADE) JULY 29 
NOTING THAT IT SHOULD BE TREATED AS lEA CONFIDENTIAL. 

FRANK SAID HE WOULD MAKE EVERY EFFORT TO PROVIDE US 
WITH COMMENTS BUT THAT SHORTAGES OF STAFF DURING 
HOLIDAY SEASON MAY MAKE IT DIFFICULT FOR GOA TO 
RESPOND QUICKLY. HE HIMSELF WOULD STUDY PAPER CAREFULLY. 

2. WE DISCUSSED BRIEFLY PRIMARY ARGUMENTS AGAINST 
INDEXATION CONTAINED IN PAPER. FRANK OBSERVED THAT 

IN HIS VIEW THESE ARGUMENTS WOULD STAND UP ONLY PARTLY 
IN lEA'S EFFORT TO FIND A COMMON GROUND WITH PRODUCING 
COUNTRIES. HE FELT IT WAS UNREALISTIC TO OPPOSE 
INDEXATION ALTOGETHER ALTHOUGH HE AGREED THAT IN TERMS 
OF OUR NEGOTIATING STANCE VIS-A-VIS PRODUCERS IT WAS 
CORRECT TO BEGIN WITH A HARDLINE DRAFT. FRANK BELIEVED 
IT WOULD BE DIFFICULT TO AVOID SOME SORT OF QUOTE MODIFIED 
INDEXATION UNQUOTE, PARTICULARLY SINCE IN THE OIL TRADE 
LONG-TERM CONTRACTS FREQUENTLY INCLUDE CONTINGENCY CLAUSES 
WHICH IN HIS VIEW ARE A TYPE OF INDEXATION. 

3. COMMENT: THERE IS SOME DIVERGENCY OF VIEWS ON 
INDEXATION WITHIN THE GOA. THE POWERFUL INDUSTRIAL 
ASSOCIATIONS ARE VIGOROUSLY OPPOSED TO IT. FRANK HIMSELF 
IS NOT PLEASED WITH THE PROSPECT OF INDEXATION BUT 
APPROACHES THE PROBLEM FROM THE AUSTRIAN POLICY OF 
AVOIDING CONFRONTATION IN ORDER TO MAKE THE DIALOGUE 
WORK.BUCHANAN 
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